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Title  Purpose 

Comparison  of  Services  in  Hospital  Outpatient  Departments  and 
Physician  Offices 

Section  2142  of  Public  Law  97-35,  the  Omnibus  Budget  Reconciliation 
Act  of  1981,  requires  that  the  Secretary,  Department  of  Health  and 
Human  Services 


"...  issue  regulations  that  provide,  to  the  extent  feasible,  for 
the  establishment  of  limitations  on  the  amount  of  any  costs  or 
charges  that  shall  be  considered  reasonable  with  respect  to 
services  provided  on  an  outpatient  basis  by 

hospitals  (other  than  bona  fide  emergency  services  provided 
in  an  emergency  room)  or  clinics  (other  than  rural  health 
clinics),  which  are  reimbursed  on  a  cost  basis  or  on  the 
basis  of  cost  related  charges,  and  by 

physicians  utilizing  such  outpatient  facilities. 

Such  limitations  shall  be  reasonably  related  to  the  charges  in 
the  same  area  for  similar  services  provided  in  physicians' 
offices.  Such  regulations  shall  provide  for  exceptions  to  such 
limitations  in  cases  where  similar  services  are  not  generally 
available  in  physicians'  offices  in  the  area  to  individuals 
entitled  to  benefits  under  this  title." 

This  legislative  mandate  stems  from  Administration  and  congressional 
concerns  that  the  Medicare  program  is  incurring  different  costs  for 
identical  medical  services  rendered  in  different  settings. 


r-3CkQOL,,nd/Descv-iDtior 

'  To  identify  the  kinds  of  services  that  might  De  controlled,  the  Healtn 
Care  Financing  Administration  awarded  a  contract  to  Mandex,  Inc.,  to 
obtain  and  analyze  claims  data  from  Medicare  carriers  and  intermediaries 
in  four  States:  Florida,  Maryland,  New  Jersey,  and  South  Carolina.  The 
analysis  was  to  center  on  the  frequency  and  charges  for  medical  care 
services  provided  by  physicians  in  hospital  outpatient  departments  and  in 
physicians'  offices  in  those  four  States. 

Assembly  and  comparison  of  these  data  within  each  State  presented  no 
special  problems.  However,  the  cross-State  comparisons  needed  to  develop 
the  reauired  categorization  of  services  (i.e.,  by  degree  of  similarity) 
dictated  that  the  data  be  standardized  to  be  reflective  of  all  four 
States.  This  was  accomplished  (for  the  Part  B  data)  by  converting,  as 
necessary,  the  individual  carrier's  terminology  and  codes  to  the 
Physicians'  Current  Procedural  Terminology,  Fourth  Edition  (CPT-4),  1980 
update.  This  resulted  in  a  listing  of  CPT-4  codes  based  on  the  data  from 
all  four  states.  Tables  for  each  State  (showing  the  number  of  bills, 
the  total  charges,  the  average  charge  and  the  standard  deviation  for  each 
listed  CPT-4  code  in  hospital  outpatient  departments,  physicians' 
offices,  and  independent  laboratories)  were  produced.  In  addition, 
details  on  procedural  categories  of  high-frequency,  physician  visits  and 
consultations  not  directly  relevant  to  the  issues  of  this  project  were 
prepared  while  data  on  low-frequency  procedures  by  broad  medical 
categories  were  aggregated. 

Key  Findings  and  Analysis 

The  Part  B  data  in  all  four  States  provided  a  comprehensive  comparison  of 
the  provision  of  ambulatory  medical  care  services  according  to  place  of 
service. 


~ne  Part  A  data,  however,  were  of  limited  value.  Data  from  the  four 
States  indicate  that  there  were  minor  or  no  payments  to  physicians 
through  billing  by  hospitals  for  pathology  and  radiology  professional 
component  services,  a  surprising  finding.  This  confirmed  the 
overwhelming  importance  of  the  Part  B  data  for  defining  and  comparing 
procedures  being  provided  and  billed  for  by  physicians  in  hospital 
outpatient  departments  and  physicians'  offices. 

This  paucity  of  Part  A,  Form  1483,  data  concerning  the  professional 
component  indicates  that  charges  for  physician  services  in  hospital 
outpatient  departments  are  made  almost  exclusively  through  the  Part  B 
carriers  and  are  reflected  by  the  Part  B  patient  history  data.  This  in 
turn  leads  to  the  assumption  that  the  Part  B  carrier  data  reflect  almost 
all  of  the  ambulatory  care  payments  to  physicians  in  the  Medicare  program. 

The  criteria  developed  to  select  the  procedures  from  the  data  for  each  of 
the  four  States  were  divided  into  four  categories.  These  procedures  were 
cross-coded  to  CPT-4  as  needed  and  consolidated  into  a  single  list  of 
CPT-4  codes.  The  four  categories  were: 

1.   Those  procedures  that  are  provided  by  physicians  in  hospital  out- 
patient departments  that  in  most  instances  are  similar  to 
services  provided  in  physicians'  offices. 


2.  Those  hospital  outpatient  procedures  that  are  found  in  some  (but 
not  most)  instances  to  be  similar  to  services  provided  in 
physicians'  office. 

3.  Those  hospital  outpatient  procedures  that  are  seldom  similar  to 
services  provided  in  physicians'  offices. 

4.  Those  laboratory  procedures  frequently  provided  by  independent 
laboratories. 


Approximately  900  CPT-4  procedure  codes  as  outpatient  department  services 
were  identified  which  are  seldom  similar  tc  office  services.  About  300 
or  these  are  radiology  and  laboratory  procedures.  Procedures  not 
selected  for  each  of  the  four  States  (i.e.,  which  failed  to  meet  the 
applicable  lower  limits)  were  grouped  into  the  following  categories: 
surgery,  radiology,  pathology  and  laboratory,  and  medicine.  The 
aggregated  charges  for  each  of  these  categories  are  tabulated  by  place  of 
services. 

An  apparent  tendency  was  noted  for  physicians'  charges  for  the  same 
procedure  to  be  lower,  more  often  than  higher  or  the  same,  when  provided 
in  hospital  outpatient  departments.  To  clarify  the  issue,  an  additional 
tabulation  of  these  data  was  made,  this  time  controlling  on  individual 
physicians.  Using  the  physicians'  identification  number  to  match 
physicians  performing  the  same  procedure  in  both  offices  and  hospital 
outpatient  departments,  the  frequency  with  which  each  such  procedure  was 
provided  (by  the  same  physician)  and  the  average  charge  were  compared  in 
both  settings.  This  tabulation  confirmed  the  previous  observation, 
indicating  that  charges  by  the  same  physician  tended  to  be  lower  when  the 
procedure  was  provided  in  an  outpatient  setting.  However,  the  vast 
majority  of  physicians  perform  these  individual  procedures  only  once  or 
twice  in  each  setting,  hence  further  analysis  of  these  data  could  not  be 
pursued. 
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